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SUMMARY OF PATRICK-MURRAY MUNICIPAL PARTNERSHIP ACT
FiledasHD 4208on February15, 2007

Section1 createsaMunicipal PropertyTax ExemptionFundfor thepurposeof reimbursing
citiesandtownsfor propertytaxesabatedfor qualil5’ing seniorcitizens. Thefundwill receivea
portionof the localhotel andmealtaxesimposedby citiesandtowns.

Section2 providesthatthedeputycommissionerfor local servicesshallalsobe knownasthe
directorofmunicipal affairsandshallreportto thecommissionerof revenueandto thesecretary
of administrationandfinance.

Section3 would allow cities andtownsto advertisethenoticeofinvitation for bids for a
procurementcontracton theinternetinsteadof in a local newspaperof generalcirculation,as is
currentlyrequiredundertheUniform ProcurementAct. Municipalities couldpost thenoticeson
eithertheirown or thecommonwealth’swebsite.The OperationalServicesDivision estimates
thatthis changewould savecities andtownsthousandsofdollarseachyear. Accordingto OSD,
thischangereceivedthesupportof theOffice of theInspectorGenerallastyearandwasincluded
in House1 but wasnotpassed.

Sections4,6, 7 and 8 would allow cities andtowns,by localoption,to usea streamlined
coalitionbargainingprocessto negotiateoverwhetherto participatein the GroupInsurance
Commission.Decisionsto participatewoulddependon theoutcomeof negotiations,and
reachingan agreementbetweenthemunicipalityand apublic employeecommitteewhich would
includerepresentativesfrom eachcollectivebargainingunit andretirees. Thebill hasalready
beenfiled asseparatelegislation.

Section5 would requireretirementsystemsthat haveafunding ratioof lessthan80 percentand
haveunderperformedthePRIT Fundby atleast2.25 percentover a5-yearperiod,asdetermined
by PERAC,to transfertheirassetsto thePRIT fund for investment. Systemswith extenuating
circumstancescouldappealto PERACfor anexemptionfrom thisrequirement.

Sections9 to 20 andsection30 would increaseflexibility inmunicipalborrowingby allowing
borrowingfor termsconsistentwith themaximumusefullife oftheasset,butnot morethan30
years,asdeterminedby themayor,towncouncil or boardof selectmen.Thebill would also
increaseflexibility for emergencyborrowing,expeditetheprocessfor achievingsavingsthrough
refinancingsandremoveoverly restrictiverequirementsfor amortizationof debt.

Section21 would confirmtheexistingauthorityof cities andtownsto imposeatrashcollection
feethat is mandatoryunlessthecity or towngrantsa waiver. Thecollectedfeesor chargesneed
notbe maintainedin aseparatefund. Thesectionis intendedto validatethetypeof trash
collectionprogramrecently invalidatedin Springfield.



Section 22 would streamlinetheprocessby which local assessorscangrantabatementswithout
receivingprior approvalfromthe departmentof revenue.Thecommissionerwould issue
guidelinesgrantingauthorityto abatefor reasonsdeterminedby thecommissionerto bein the
public interest.

Sections23 to 27 wouldeliminateutility corporationtax exemptionsfor telecommunications
companiesandmakethemsubjectto thesameexemptionsasotherbusinesscorporations.They
would be taxableon machineryusedin theconductofbusiness,andcity andtown assessors
would beresponsiblefor valuingthatmachinery.

Section28 would increasethemaximumlocal optionhoteltaxfrom 4 percentto 5 percentof
therentfor occupancy.

Section29 allowscitiesandtownsby local optionto imposeamealstaxofup to 2 percentof
grossreceipts.Twenty-fivepercentof theamountcollectedunderthis sectionand ofnew
amountscollectedundersection28 (hoteltax) wouldbedepositedin areservefund in the
executiveoffice for administrationandfinanceto beusedforthepurposeofreimbursingcities
andtownsfor propertytaxesabatedfor qualifyingseniorcitizens. Thebalancewould be
distributedto eachcity ortown that adoptsthis taxin proportionto theamountreceivedin that
city or town.

Sections31,32and33 would allow communitiesto continueto shift thepercentageofthetotal
tax levy imposedon any classof propertyin anamountnot to exceed183 percentofthevalueof
thatpropertydividedby thevalueof all taxablepropertyin thecity or town for thenext two
fiscal years.

Section34 would createa specialcommissionto study theuseof statetechnologyfor municipal
purposes.

Section35 would createa specialcommissionto considerwaysto grantincreasedlocal authority
in areascurrentlyrequiringhomerule petitions. Thecommissionwould also investigate
methodsfor providing incentivesfor bestmunicipalfiscal practicesandregionalizationof
municipalservices.

Section36 would ratify trashcollectionfeesimposedbeforetheeffectivedateofthisact.
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SummaryandTaildng Points on theMPA’s Key Provisions

• Communitiesacrossthestatearefacinga deepfiscal crisis,drivenby over-relianceon theregressive
propertytax, the lasting impactofdeeplocal aid cutsimposedseveralyearsago,andincreasesin health
insurance,energyandfixed coststhat far exceednormal inflation.

• Cities andtownshavebeenforcedto increasethepropertytax andreducekey servicesin orderto
balancetheirbudgets— forcing taxpayersto pay morefor less, andthis can’tcontinue.

• We areat a25-yearhigh in propertytax reliance— statewide,thepropertytax paysfor a higherportion
of local budgets(53%)thanatany timesincefiscal year1982,

• Overthepast5 years,theaveragesinglefamily homeownerin Massachusettshasbeenhit with an
overall 32%increasein their annualpropertytax bill (2002comparedto 2007).

• Cities andtownsarefacingwidebudgetgapsagainthisyear,andover $70 million in Prop.2¼
overrideshavebeenproposed,overandabovethemaximumallowableincreasethatcanbe
implementedunderthe law.

• After adjustingfor inflation, local aid is $700million lower todaythanit was in fiscal 2002.

• Cities andtownsneedtheLegislatureto passtheentireMunicipal PartnershipAct, especiallythe local
optionrevenues(localoption mealsandlodgingtaxes,andclosingtheoutdatedtelecommunications
propertytax loophole)— combined,theseprovisionswouldgenerate$350million thatcities andtowns
would useto reducethepropertytax burden,fundandrestoreessentialservices,or both.

• Keyeconomicreportsandstudiesby NortheasternUniversity andTheBostonFoundationendorse
local optiontaxesandreducedrelianceonpropertytaxesasessentialstepsthatMassachusettsmusttake
in orderto competefor economicgrowth,jobsandyoungfamilies.

More Information on Key Provisionsof theMunicipal PartnershipAct:

Local OptionSalesTax OnMeals

Sections1 and29 of thepartnershiplegislationwould allowcitiesandtownsto adoptasalestax on
mealsof up to two percentin additionto thefive percentstatetax. Municipalitieswould retain75%of
the local collectionwith thebalancedepositedin afundto be usedto increasereimbursementsfor
locally administeredpropertytax “clause”exemptions.

Ourneighboringstatesin theNortheastandin otherpartsofthecountrycommonlyuseataxonmealsto
helppay for governmentservices. Evenif theproposedlocal optionwerefully adoptedstatewide,the
combinedMassachusettsstateand local ratewould still bethesameor lowerthanin NewHampshire,
Vermont,RhodeIslandandotherstates,countiesandcities. Thereareno realproblematic“border”or
“competitiveness”issuesandatax on mealshasthebenefitof substantiallyexportingthetaxto tourists
andothertemporaryresidents.



A 2%local salestax on mealscouldprovideasmuchas$250million annuallyto helppay for police,
fire, schoolandotherlocal governmentservices.It wouldmakecitiesandtownsmoreself-reliantand
would takepressureoff theover-burdenedpropertytax.

TheGovernor’sproposalis local option,allowingeachcity andtown to determinethebesttiming and
rateofatax on mealsandto befully accountablefor adoptionof thetax andhowtherevenuesareused.

Local OptionRoomOccupancyExcise

Section1 and28 ofthepartnershiplegislationwould allowcitiesandtownsto addonepercentagepoint
to theexisting local optionroom occupancyexciseofup to fourpoints. Like with thetax onmeals,75%
would beretainedlocallywith thebalanceusedto fundtax exemptionreimbursements.

As with thesalestax on meals,Massachusettslagsbehindroomoccupancyratesin otherstates.
Allowing citiesandtownsto addoneadditionalpercentagepointto the currentlocal ratewill not result
in anycompetitivedisadvantagesandwill resultin significanttax exporting.

Closingthe TelecommunicationsCompanyPropertyTaxLoophole

Sections23 through27 ofthepartnershiplegislationwould modernizeanoutdatedand obsoletestatute
in orderto end theunwarrantedability of telecommunicationscompaniesto removehigh valuepersonal
property(mostlypoles,wiresandswitchingequipment)from local tax rolls, which is currentlyshifting
approximately$80million in propertytaxesontohomeownersandotherbusinessesacrossthestate.

Onemajorproblemfacinglocal govermnentis thegrowing obsolescenceofthe state’spropertytax
languagegoventgexemptions.Increasingly,businessesareremovingpropertyfrom local taxrolls
becausethelaw hassimply not keptupwith changesin technologyandbusinesspractices. Whenthe
propertyof aparticularclassof businesses(thetelecommunicationscompaniesarethemostnotable
example)becomestax-exempt,thetax burdenis pickedup by homeownersandotherbusiness
taxpayers.This is a manageableproblemif thereis aclearpolicy reasonfor theexemption,but it is
totally unacceptableif thetax avoidanceis dueto outdatedlaw,asis the casewith the
telecommunicationsloophole. It’s time to endthis taxloopholethat benefitsafewtelecommunications
companiesat theexpenseofourtaxpayersandcommunitiesacrossthe Commonwealth.

PropertyTaxClassjfIcation

Section31 through33 ofthepartnershipbill would stabilizepropertytax bills by extendingtheschedule
underwhich cities andtownsthat adoptedthe200percentCIP factor,basedon legislationin 2004,are
requiredto increasetheresidentialshareofthepropertytax levy. Theproposedscheduledelaysby two
yearstherequiredreductionto 1.83.

Unlike otherpreviouseconomiccycleswhenresidentialandbusinessvaluesroseandfell in similar
trends,duringandsincethe2001 recessionresidentialvaluescontinuedto grow while businessvalues
weregenerallystagnantor declined. In 2004,theLegislatureallowedcities andtownsto increasethe
customaryshift in tax burdenfrom residentialpropertyto businessesfrom 175 percentto 200percent
temporarily. The intentof the law wasto stabilizepropertytaxbills but returnovertime to thelower tax
shift asresidentialand businesstrendsnormalized.

GroupJnsuranceCommission

Section4, 6, 7 and8 of thepartnershipactwould makeit easierfor cities andtownsto consider
purchasinghealthinsurancethroughthestate’sGroupInsuranceCommission(GIC).



Health insuranceis anearlyunmanageablecostfor virtually all employersin America,bothpublic and
private,drivenby growthin medicalcoststhat greatlyexceedgeneralinflation. Cities andtownsin
Massachusettsareespeciallyburdenedby astatelawthat requiresanychangesto healthinsuranceto be
collectivelybargained.By wayofcontrast,thestatehasno suchobligationto bargainplandesign
changesor theemployer-employeecontributionpercentage.It is this differencein plandesignand
contributionrateauthoritythat hasburdenedcitiesandtownswith healthinsuranceincreasesthatare
higherthanthe8-10percentgrowththatthestatehasexperiencedin recentyears.

ThepartnershiplegislationGIC provisionwouldpermit cities andtownsto accesshealthinsurance
coveragefor theftemployeesthroughtheGICafternavigatingthroughachallengingcollectivebargain
processcalledcoalition bargaining.TheGICprovisionsarebasedona delicatelybalancedagreement
betweenpublicsectionmanagementandlaborfacilitatedby legislativeleaders.

Underthetermsof coalitionbargaining,municipalunionswouldestablishapublicemployeecommittee
(PEC), includingretiredemployees,that is weightedby thenumberofemployeesin individualunions.
Municipal managementwould bargainwith thePEC to determinewhetheror not thecommitteewould
agreeto transferhealthinsurancecoverageto theplansofferedby theGIC. Thenegotiationswould
generallyfocuson theimpactofthechangesin theplandesignthat wouldoccur,andany adjustmentin
thecontributionrates,salariesorotherbenefitsthatthe city ortown wouldhaveto makein orderto win
anagreementwith thePEC. Oncethedecisionis madetojoin theGIC, themunicipalitywould no
longerbe requiredto bargainovereitherthetypesofplanstheGIC hasor anyplan designchangesthat
theGIC maymakein thefuture.

TheGIC proposaldoesnotpermanentlysolvethehealthinsurancecostproblembut it couldprovide
temporaryrelieffor somecitiesandtownsthat areableto reachagreementwith local unions.

LocalPensionAssetInvestments

Section5 ofthePartnershipAct would requirethat theassetsoflocal pensionsystemsthatfail anew
performancestandardwould betransferredto the state-administeredPensionReservesInvestmentTrust
(PRIT)for investment.

Overthepast20 years,mostmunicipalpensionsystemshavemadesubstantialprogressin reducingtheir
unfundedpensionliability, buta significantnumberof systemshavelaggedbehinddueto substandard
investmentperformance.Eachdollarof substandardreturnmustbe madeup by eitherincreased
propertytaxesorreductionsin local services.Thepartnershiplegislationwould establishatwo-part
performancetestfor localpensionssystems. First, is thefive-year averageannualizedlocal investment
performancewithin 2.5 percentagepointsofPRITperformance.Second,is the local systemat least80
percentfunded?

Any local systemthatfails bothofthe performancetestswould be requiredto transferits assetsto PRIT
for investmentpurposes.Thelegislationincludesanappealprovisionthat would allow local investment
to continueif it is clearthat local investmentmakeslong-termsense.Thepartnershiplegislationis
limited to investmentstandardsandtransferof assetsfor investmentpurposes.It leavesto the local
systemcustomarydecision-makingon cost-of-living-adjustments(COLA), eligibility for benefits,the
funding scheduleandall otherdecisionsnow madelocally.

Already,one-thirdof local pensionsystemsinvestall oraportionoftheftassetswith PRIT. The
partnershipactwould increaselocal participationwhereis makesthegreatestfinancialsensefor cities
andtownsandpensionsystembeneficiaries.



Meats Tax: An Alternative to the Property Tax

The local option meals tax of lob tax could raise as much as $120 million for
Massachusetts cities and towns, reducing the property tax burden on
homeowners.
The State currently levies a 5% tax on meals, but this revenue is not directly
returned to the city or town where the meal was purchased. The local option
meals tax would allow cities and towns to benefit directly from the money
spent at restaurants in their community. It would also give cities and towns a
return on their economic investment in the tourism industry.

A Growing RevenueSource

FY08 Meals Tax
Revenue

Boston $19,485,965

carthrldge $3,812,860

Worcester $3,345,870
Springfield $2,398,172

Newton $1,877,504

Barnstable $1,687,249

Frarringham $1,659,814

Quincy $1,644,904
waltham $1,502,361
Saugus $1,438,545

‘ Since 1998, state meals tax revenue has almost doubled,
from $392 million to an estimated $632 million in FY08,
increasing at an annual rate of 5%.

• In FY08, if all cities and towns were to adopt the 1% meals
tax, more than $120 million in tax revenues would be
generated and could be used to reduce reliance on property
taxes.

• The meals tax has been at S°bo or higher since the mid-1960’s.

Negligible Effect on Industry Growth

• The Massachusetts restaurant industry is
strong and growing. In the last decade
restaurant employment has grown by
16%, 2.5 times the rate in all other
industries.

• Even with a 1% addition to the rate,
Massachusetts would have the lowest
rate among competitive states (see reverse
side).

• Given the industry’s robust performance,
a 1% tax will have little impact on
restaurant sales or employment.

Consumer Impact Minor, Borne by Non-Residents

Two thirds of the meals tax in Suffolk County is paid by non-residents —Visitors, businesses
and commuters. Just a third would be paid by area residents.

A Boston area family with an average income would spend just an additional $25 a year on
dining out.

RestaurantEmployment
Boston Metro Pjea
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Still Lowest Among New England States and Comparable Cities

States
Vermont

State
9.0O%

City/County Other Local** Total
10.00%1.00% NA

NeW Hampshire 8.00% NA NA 8.00%
Rhode Island 7.OO% 1.00% NA 8.00%
New York* 4.000/c, 4,00% 0.38% 8.38%
Maine 7.00We NA NA 7.00%
Connecticut 6.000k NA NA 6.00%
Massachusetts (PROPOSED) 5.00% loOOWo NA 6.00%
*~~yqYork Oty

Mafor Cities
Chicago

State
S.OO%

Qtx
2.50%

Other Local** Total
10.25%2.75%

Washington D.C. 0.00% 10.00% 0.00°k 10.00% •

Seattie 6.50% 0.85% 1.95% 9.30%
New Orleans 4.00% 2.50% 2.50% 9.00%
San Francisco 6.25% 2.25% 0.00% 8.50%
New York 4.OO% 4.OO% 0.38% 8,38%
Austin 6.25% 1.00% 1.00% 8,25%
Atlanta 4.00% 1.00% 3.00% 8.00%
Denver 2.90% 4.OO% 0.80% 7.70%
Las Vegas 6.50°k 0.00% 1.25% 7.75%
Miami*** 6.00% 0.00% 1.00% 7.00%
Philadelphia 6.00% 1.00% 0,00% 7.00%
Orlando*** 6.00% 0.OO% 0.50% 6.50%
Boston (PROPOSED) 5.00%

1.00%
0.00% 6.00%

** county, Transit authority districts, or othertaxing authorities.
~**5~ of Florida distributes 0.5% of the statesales tax to local governments

compiled by Office of Budget Management, city of Boston


